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Summary 

The 1 14 th Congress is considering legislation to provide “regulatory relief’ for banks. The need 
for this relief, some argue, results from new regulations introduced in response to vulnerabilities 
that were identified during the financial crisis that began in 2007. Some have contended that the 
increased regulatory burden is resulting in significant costs that restrain economic growth and 
consumers’ access to credit. Regulatory burden is the cost associated with government regulation 
and its implementation. Others, however, believe the current regulatory structure strengthens 
financial stability and increases protections for consumers, and they are concerned that regulatory 
relief for banks could negatively affect consumers and market stability. Regulatory relief 
proposals, therefore, may involve a trade-off between reducing costs associated with regulatory 
burden and reducing benefits of regulation. 

The bills analyzed in this report propose to provide regulatory relief to banks in a number of 
different ways. Title VIII of H.R. 37 would extend the phase-in period for a provision of the 
Volcker Rule. Title 111 of H.R. 37 would expand exemptions on capital issuance to include thrifts. 
Similarly, H.R. 650, H.R. 1259, and H.R. 1529 would expand exemptions from mortgage 
regulations. H.R. 601 woidd limit the circumstances under which reporting requirements about 
privacy notices are triggered. H.R. 685 would change the definition of points and fees associated 
with a mortgage to exclude certain costs from a regulatory requirement. H.R. 1408 would delay 
the implementation of new capital requirements until regulators conduct a study of their impact 
on mortgage servicing assets (MS As). 

Banking regulation has various policy goals, and the bills under consideration span multiple 
policy areas. H.R. 601, H.R. 650, H.R. 685, H.R. 1259, and H.R. 1529 are examples of bills that 
address a trade-off between reducing the regulatory burden of banks and reducing consumer 
protection. H.R. 1408 and Title VIII of H.R. 37 are examples of legislation that attempt to 
reconcile a trade-off between safety and soundness and regulatory burden. Title 111 of H.R. 37 is 
an example of legislation with a trade-off between investor protection and the regulatory burden 
on thrifts. Some of these proposals modify new regulations, wheras others modify regulations that 
predate the crisis. 

Several of the bills mentioned above would modify regulations issued by the Consumer Financial 
Protection Bureau (CFPB), a regulator created by the Dodd-Frank Act (PL. 1 11-203) to provide 
an increased regulatory emphasis on consumer protection. The Dodd-Frank Act gave the CFPB 
new authority and transferred existing authorities to it from the banking regulators. These bills 
could be viewed in light of a broader policy debate about whether the CFPB has struck the 
appropriate balance between consumer protection and regulatory burden and whether 
congressional action is needed to achieve a more desirable balance. 

This report discusses regulatory relief legislation for banks in the 1 14 th Congress that, at the time 
this report was published, has seen floor action or has been ordered to be reported by a 
committee. If Congress acts on additional legislation, the report will be updated to include it. 
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Introduction 

The 114 th Congress is considering legislation to provide “regulatory relief’ for ba nk s. 1 The need 
for such relief, some argue, results from the increased regulation that was applied in response to 
vulnerabilities that became evident during the financial crisis that began in 2007. In the aftermath 
of the crisis, the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act; 
P.L. 1 11-203), a wide-ranging package of regulatory reform legislation, was enacted. 2 As financial 
regulators have implemented the Dodd-Frank Act and other reforms, some in Congress claim that 
the pendulum has swung too far toward excessive regulation. They argue that the additional 
regulation has resulted in significant costs that have stymied economic growth and restricted 
consumers’ access to credit. Others, however, believe the current regulatory structure has 
strengthened financial stability and increased protections for consumers. They are concerned that 
regulatory relief for banks could negatively affect consumers and market stability. 

In assessing whether regulatory relief is called for or whether a regulation has not gone far 
enough, a central question is whether an appropriate trade-off has been struck between the 
benefits and costs of regulation. The different objectives and potential benefits of financial 
regulation include enhancing the safety and soundness of certain institutions; protecting 
consumers and investors from fraud, manipulation, and discrimination; and promoting financial 
stability while reducing systemic risk. The costs associated with government regulation are 
referred to as regulatory burden , 3 The presence of regulatory burden does not necessarily mean 
that a regulation is undesirable or should be repealed. A regulation can have benefits that could 
outweigh its costs, but the presence of costs means, tautologically, that there is regulatory burden. 
Regulatory requirements often are imposed on the providers of financial services, so ha nk s 
frequently are the focus of discussions about regulatory burden. But some costs of regulation are 
passed on to consumers, so consumers also may benefit from relief. Any benefits to banks or 
consumers of regulatory relief, however, would need to be balanced against a potential reduction 
to consumer protection and to the other benefits of regulation. 

The concept of regulatory burden can be contrasted with the phrase unduly burdensome. Whereas 
regulatory burden is about the costs associated with a regulation, unduly burdensome refers to the 
balance between benefits and costs. For example, some would consider a regulation to be unduly 
burdensome if costs were in excess of benefits or the same benefits could be achieved at a lower 
cost. But the mere presence of regulatory burden does not mean that a regulation is unduly 
burdensome. Policymakers advocating for regulatory relief argue that the regulatory burden 
associated with certain regulations rises to the level of being unduly burdensome for banks, 
whereas critics of those relief proposals typically believe the benefits of regulation outweigh the 
regulatory burden. 



1 For a summary of the regulatory relief debate, see CRS Report IF 101 62, Introduction to Financial Services: 

“ Regulatory Relief, ” by Sean M. Hoskins and Marc Labonte. 

“ For a summary, see CRS Report R4 1 350, The Dodd-Frank Wall Street Reform and Consumer Protection Act: 
Background and Summary, coordinated by Baird Webel. 

3 For an analysis of the regulatory burden on small banks, see CRS Report R43999, An Analysis of the Regulatory 
Burden on Small Banks, by Sean M. Hoskins and Marc Labonte. 
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Types of Regulatory Relief Proposals 

As relief proposals for banks are debated, a useful framework to categorize proposals includes 
assessing to whom relief would be provided and how relief would be provided. Relief could be 
provided either to all banks to which a regulation applies or to only a subset of ha nk s based on 
size, type, or the activities the banks perform. Policymakers also would need to consider whether 
relief should be provided, for example, by repealing entire provisions, by providing exemptions 
from specific requirements, or by tailoring a requirement so that it still applies to certain entities 
but does so in a less burdensome way. Examples of different forms of tailoring are streamlining 
the regulation, grandfathering existing firms or types of instruments from the regulation, and 
phasing in a new regulation over time. 

Some regulatory relief policies can be characterized as forward-looking — focusing on how to 
modify the rulemaking process to reduce the burden associated with future rulemakings, such as 
strengthening existing cost-benefit analysis requirements on financial regulators to bring them in 
to line with executive agency standards. Alternatively, regulatory relief can be hackward- 
looking — modifying existing regulations. Modifications can be made to regulations stemming 
from statutory requirements, regulatory or judicial interpretations of statute, or requirements 
originating from regulators’ broad discretionary powers. 

This report assesses backward-looking banking regulatory relief proposals that have been marked 
up by committee or have seen floor action in the 1 14 th Congress. Because ha nk s are involved in 
many different activities, this report does not address all regulatory relief proposals that would 
affect each aspect of a bank’s business (e.g., it does not cover proposals affecting banks’ 
involvement in areas such as derivatives) but focuses on those proposals that address the 
traditional areas of banking, such as taking deposits and offering loans. 4 The proposals discussed 
in this report vary with regard to the type of relief, including to whom relief woidd be provided 
and the manner in which it would be provided. Although many of the proposals would modify 
regulations issued after the crisis, some would adjust policies that predated the financial crisis and 
some proposals are characterized as technical fixes. Further, the report does not cover banking 
legislation that has seen legislative action but does not involve regulatory relief. For each 
proposal, the report explains what the bill would do and the main arguments offered by its 
supporters and opponents. 



1 Some bills would modify a regulation that applies to banks and nonbanks engaged in a specific activity. 
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